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Qı 


I enjoyed Nintendo Direct yesterday, so I would like to “directly” ask a 
question to Mr. Iwata and Mr. Miyamoto. I am afraid that personally 
the new hardware systems announced at E3 were not a big surprise. 
Some games certainly had breathtaking graphics, but their gameplay 
seemed as if they were an extension of existing games. Wii U is no 
exception to me. I think it is unfortunate that there have been no unique 
games only it could provide yet. It is true that “Off TV Play” is very 
convenient when we play Virtual Console games, but Wii U itself has not 
surprised me as much as Wii, which created a new form of entertainment 
that revolutionized conventional wisdom. Also, I saw the first-party 
software lineup for Wii U to be released until 2014, which was 
announced in “Nintendo Direct@E3 2013,” as continuations of existing 
games and found nothing in it that seemed possible only on Wii U. This is 
also true for third-party games. I am concerned that no one in the video 
game industry will be able to create anything new in the near future 
because developers have reached their creative limits. Nintendo is 
supposed to create products that can be enjoyed by many people 
regardless of age, gender or gaming experience, in accordance with its 
philosophy of “gaming population expansion.” However, most of the 
games in the current lineup are for those who have some interest in 
games. Some Japanese software developers focus on creating innovative 
games, but this appears to be possible only when they are small 
companies. Is Nintendo faced with a dilemma of attempting to improve 
its business performance while creating innovative games for a new 
consumer base? 


Satoru Iwata (President, Chairperson of the shareholders' meeting): 


Thank you for your comments which include your encouraging messages to us. Please let me explain a 
few things from your message for those who do not usually play games. For example, “Off TV Play” 
means that, as the controller for Wii U is equipped with its own screen, users can play games on Wii U 
without looking at the TV screen. This is one of the unique features of Wii U and we often hear positive 
comments about how useful it is. 

I understand, however, that what you would like to say is that “Off TV Play” eliminates location 
restrictions, but it doesn’t change the way users play. In other words, you have not experienced the 
wow factor that you did with “nintendogs” or “Brain Age” for Nintendo DS or “Wii Sports” or “Wii 
Fit” for Wii. 

Generational changes of video game systems happen every few years and what they are capable of 
improves each time. Video game systems, which can be classified as computers that produce real-time 
graphics, recently have become powerful enough to be able to depict more photorealistic scenes and 
animate a lot of things more accurately on the screen. You pointed out that people are becoming less 


and less impressed by such evolutions in graphics. As a matter of fact, this is being discussed in the 
video game industry and some are concerned that this increased burden on developers is not necessarily 
linked to consumer satisfaction. 


Some shareholders here reacted when you said “directly” in your question. I think they are familiar 
with our efforts to directly give information on new games to consumers on the Internet through our 
regular Nintendo Direct presentations. We started this approach in October 2011 and recently many 
people view these broadcasts. E3 is the video game industry’s biggest trade show, which is held in Los 
Angeles in the U.S. each June. At the start of the E3 show this year, we announced our Wii U software 
lineup until 2014 mainly through Nintendo Direct, rather than holding a large-scale presentation as we 
did in previous years. However, we did not announce all of the games to be released during this period. 
Most of those who are interested in E3 are video game fans that are eager for information on so-called 
traditional games and we had a lot of information to be disclosed to such people. Therefore, we first 
tried to inform consumers of the software lineup to relieve those who might think that they should have 
waited to buy Wii U until more games were released or those who might be concerned whether the 
software lineup will be really be enriched in the future. On the other hand, when it comes to brand-new 
types of games, we have to announce them not too far in advance of the actual release dates in order to 
have a strong impact in the market and minimize the chance of others introducing similar or competing 
products. We are working on new types of games, but we would like to announce them much closer to 
their actual release timings for this reason. 


We would like as many people as possible to pick up, experience and enjoy our video games. It is 
important to let people who originally had no interest in games, find themselves enjoying Wii U in their 
living room every day. We must also satisfy avid video game fans. When it comes to Wii, as “Wii 
Sports” spread throughout the world at a sensational speed, some misunderstood that all Wii could do is 
enable them to play games by moving the Wii Remote. With Wii U, therefore, we planned to satisfy 
existing video game fans first and provide new surprises later. But, just as you pointed out, it is 
becoming increasingly difficult for the consumers to be impressed by improvements in graphics alone, 
so we would like to seek different ways to make an impression on consumers. 


As you requested, I would like Mr. Miyamoto to say something about “Pikmin 3,” which we will 
release next month. I think the quality of this game is something that only Wii U can achieve. Last 
night we broadcast a Nintendo Direct featuring “Pikmin 3.” Mr. Hitoshi Matsumoto, a member of the 
comedy duo “Downtown” who is a big fan of the Pikmin series and asked Mr. Miyamoto many 
questions about “Pikmin 3” when they appeared on a TV talk show, played “Pikmin 3” with Mr. 
Miyamoto for the Nintendo Direct broadcast. You can find the video on YouTube or our official 
website. I hope you will take the time to watch it. 


Shigeru Miyamoto (Senior Managing Director, General Manager of Entertainment Analysis and 
Development Division): 


I have worked hard to develop “Pikmin 3.” I strongly feel that this game is suitable for a broad range of 
people, from casual to core game players. The dilemma the questioner pointed out is true for the whole 
video game industry. I think, however, this kind of thing exists in every industry. For example, the 
business of TV stations is based on TV commercials, but with the emergence of Internet advertising, 
TV stations no longer have a monopoly on commercials. Similarly, the video game industry now has 
smartphones, which have almost the same power as dedicated gaming systems, except for the user 
interface, and all of which are connected to the Internet. However, I don’t think it is a new thing. Not to 
change the subject, but I was a fan of a morning TV series, “Gegege no Nyobo (*),” and I was 
interested in how the history of manga (Japanese comics), from picture-story shows to TV animations, 
was introduced. People who have survived such a rapidly changing environment are very responsive to 
changes in the media and are very quick to adapt. As Nintendo has done business in the video game 
industry for a considerable amount of time, we have been able to have a broad perspective on the tide of 
video games to some extent, which led to our creation of Nintendo DS and Wii. We will do our best to 
continue this stance. As the questioner suggested, it is true that we cannot help giving certain priority to 
well-known titles to aim at a certain level of profits because retailers tend to eagerly purchase the 
games for which they can forecast the sales. However, we are always making efforts to create other 
brand-new titles. 


When it comes to the scale of software development, Wii U with HD graphics requires about twice the 
human resources than before. Please allow me to explain that we may have underestimated the scale of 
this change and as a result, the overall software development took more time than originally anticipated 
just as we tried to polish the software at the completion phase of development. However, we are almost 
out of this phase, and we are also trying to create something unique utilizing an easier development 
approach called “Nintendo Web Framework.” 


Also, it is sometimes said that Nintendo has recently had no new franchises. At E3 this year, some said 
that Nintendo is always showing the same series of games, but this is because we mainly featured the 
characters from our franchises in our exhibition booth. There were six featured areas of our franchises 
in our booth, including Zelda, Mario and Donkey Kong, and the visitors were able to take 
commemorative photos with these characters. Considering that visitors will not enjoy less well-known 
franchises in such areas, we did it in this way, which resulted in such a criticism, I think. On the other 
hand, I think it is one of our advantages to have such franchises. When some young in-house 
developers come up with an idea of a new franchise, I say that creating a new character does not 
necessarily mean creating a new franchise. In my view, a new way of playing or new use of media is 
necessary for a “new product” and creating a character is not the first thing to do. In this sense, 
“nintendogs,” “Brain Age” and “Wii Fit” are all new franchises. Few people see it this way because 
these games have no symbolic “character” like the existence of Mario, but they are actually 
contributing to our sales. I would like to continue developing video games with the view of entertaining 
a wide variety of people including the existing video game fans. Thank you so much for your support. 


(*) A TV drama featuring a Japanese comic artist, Mr. Shigeru Mizuki, 
broadcast in 2010. 


Nintendo attempted to add new control schemes to existing franchises to 
create new and attractive experiences with Nintendo DS and Wii, but I 
personally feel that the title that benefited most from this attempt was 
“Mario Kart Wii,” and with other software, I often found it difficult to 
see how these unique control schemes contributed to creating attractive 
experiences. I believe that Nintendo is going to add new controls to new 
Nintendo 3DS and Wii U software too, but how do you propose to 
incorporate these new controls when you create new iterations of your 
established franchises? 


Iwata: 


Since Nintendo DS and Wii, we have been trying to reach out to a wider audience by recreating the 
control schemes in which people play games. In terms of combining new controls with more traditional 
games, “Mario Kart Wii” features what is called the “Wii Wheel.” You can place your Wii Remote in 
the Wii Wheel and this enables you to play the game by simply turning the wheel as if you were driving 
a car. As a result, we managed to appeal to a wider range of consumers including those who could not 
play racing games with traditional controls. However, I take it that you were unable to see how other 
titles benefited from these new features and you would like to know what we think of the future of 
Nintendo 3DS and Wii U. 


Whenever we launch a new hardware system, we also consider various new input methods. We have, 
for example, the touch screen we first introduced on Nintendo DS, or the camera feature (introduced on 
Nintendo DSi and Nintendo 3DS). The Wii Remote incorporates an accelerometer, and (from Wii 
Remote Plus) we also have a gyro sensor built into the controller. This enabled us to measure the 
trajectory of the controller as well as the angle at which it is held. As you can see from this, we have 
always been considering how more intuitive input schemes could change games. Apart from “Mario 
Kart Wii” that you specifically mentioned, some say that first person shooter games, for example, 


became more intuitive by combining the ability to point at the screen with the Wii Remote and the 
Nunchuk as opposed to controlling two analog sticks at the same time. And with other software, there 
are also certain elements that, in our opinion, changed significantly as a result of introducing a new 
control scheme. To give another example, the dual screens on Nintendo DS have enabled us to show 
two different things at the same time, and this has had a tremendous impact as it created new game 
mechanics and made games easier to understand. One can say that we have been trying to lower the 
barriers to playing games in order to appeal to a wider range of consumers. 


On the other hand, I believe that you were speaking as someone who has been playing games for a long 
time and you felt that the benefits of introducing a new control method were in fact not significant. We 
feel that any form of entertainment that fails to attract new consumers on a continuous basis will 
eventually go into a decline, so we will continue to make efforts to make it easier for new consumers to 
enjoy our products. However, we would also like to think even more carefully about making our 
franchises new and refreshing even for those who have been enjoying them for a long time. Thank you 
for your candid opinion. 


I have been waiting for the return of Virtual Boy ever since the launch of 
the Virtual Console service for Nintendo 3DS. Do you have any concrete 
plans? I would like you to look into the possibility since I feel that there 
is a fairly large number of people in my generation and later generations 
who have not played Virtual Boy. 


Iwata: 


I cannot talk about any unannounced products on occasions like this, but Virtual Boy is a game console 
Nintendo launched in the past that allows players to experience a 3D world in black and red only by 
just looking into it. It was not a commercial success, but some say that it was an attractive and 
extremely unique product by the standards at that time. I believe your comment is that we should take 
advantage of our software assets from Virtual Boy and I would like to take note of that advice for the 
future. 


Four games have been added to “StreetPass Mii Plaza” for Nintendo 
3DS as paid add-on content, and I find them so enjoyable that I had been 
playing them until the very moment the shareholders’ meeting started 
today. My particular favorites are “StreetPass Squad” and “StreetPass 
Mansion,” both of which were developed by external developers, and I 
sense that the development process was similar to that of “Wii Motion: 
Play.” I would like you to consider doing more work of this taste in the 
future. 


Iwata: 


As you just mentioned, Nintendo 3DS incorporates a feature called “StreetPass Mii Plaza.” By closing 
your Nintendo 3DS system while the power and the wireless feature are on, it automatically searches 
for other Nintendo 3DS systems in its environment. Whenever you pass by another user, your virtual 
characters known as “Mii” will transfer to each other’s system. Previously we had a puzzle-piece 


collecting game and a very simple RPG game called “Find Mii” on offer, but after two years on the 
market, we knew that those who had experienced every aspect of these two games wanted something 
new. In a way, we have until now been trying to create an environment in users can experience the 
StreetPass feature, so our objective was to create something that was simple and easy to understand. 
But we feel that the next step for us to take is to create games that are deeper, and we have actually 
been working on them for quite some time. You also mentioned “Wii Motion: Play,” a product we 
released when we first developed Wii Remote Plus. This controller was bundled with the software, and 
we offered it at a competitive price point. At the time, we had various software developers vie with 
each other to design products that took advantage of Wii Remote Plus: it was a competition of games. 
And we put what they created into one package. At the time, Wii was not ready for the kind of model in 
which one sold add-on content separately (after a software title’s initial release). To add to this, digital 
distribution was not as active so we decided not to adopt this model at the time. 


But we now have the environment where we can do such things, and as we considered what we could 
do with Nintendo 3DS, we felt that it might be interesting to expand StreetPass Mii Plaza by adopting a 
similar (competition-style) model that we took in the past, and I’m happy to say that the new StreetPass 
games are the product of our year-long preparations. As you pointed out, we only started distributing 
those new games a week ago, but already more than two hundred thousand consumers had purchased at 
least one out of those four games by last Sunday. We employed no mass-media advertising so we think 
we are off to a good start. I think that products like these ones will provide new business opportunities 
for Nintendo in the future. I take it that you are very satisfied with our new games, and we feel that if 
our consumers determine that the price of a particular game that we offer matches the content that it 
offers, then there will be more people who try our new propositions. We would certainly like to 
consider new possibilities for our future endeavors. Thank you for your question. 


A video game platform, such as Wii U or Nintendo 3DS, is generally 
considered to be played for six to seven years, so I believe that business 
performance should be evaluated over that entire period. You used the 
word “commitment” in the Corporate Management Policy Briefing in 
January this year, and the media reported that it indicated your 
resignation. I bought additional shares of the company with the 
understanding that you would keep managing the company throughout 
the period of one platform, but if there is a chance that you might resign, 
that puts a completely different complexion on the matter. So, I would 
like to ask you what your real intention was by making that statement. 


Iwata: 


First of all, as you said just now, I mentioned in the announcement of the third quarter financial results 
at the end of this January that we would aim for the operating profit of 100 billion yen for the fiscal 
year ending March 31, 2014, on the condition of the exchange rates at that time, which were 90 yen per 
U.S. dollar and 120 yen per euro. And, in the Financial Results Briefing held on the following day, I 
said, “this aim is a commitment of the management.” After that, also in the official full-year financial 
forecast announcement for the fiscal year ending March 31, 2014, at the end of this April, we set forth 
the same full-year financial forecast. This is because we decided that simply conveying the same 
forecast was better than saying, “We announced our aim for the operating profit of 100 billion yen on 
an assumed condition of 90 yen per U.S. dollar and 120 yen per euro, but the exchange rates changed at 
the end of this April, so we have revised the forecast amount.” 


It is true, as you mentioned, that articles stating my “indication of resignation” were published as a 
result of my using the word “commitment.” However, I have said nothing about resigning from my 
presidential post. Also, as you highlighted just now, the life span of a console is at least five years, so I 


also believe that management posts should not be judged on the basis of a single year’s results. On the 
other hand, I have heard the opinion that Nintendo’s future does not appear promising because it has 
not been able to adjust to changes in the business environment as a result of its recent business structure 
changes. In response to this opinion, I thought that if Nintendo itself did not explicitly state it would 
recover to a certain performance level that is typical of Nintendo, we would not be able to send a clear 
message to investors and investors wouldn’t know what criteria to use. Unfortunately, the unfavorable 
period with an exceedingly strong yen was exacerbated by generational change of our platforms, which 
put immense pressure on our financial condition. In the subject period, Nintendo was not producing 
many software titles for the hardware platforms which had large installed bases, and the software titles 
we produced for the launch of the new hardware did not sell in large volumes in their first year 
(because of the limited installed hardware base of its first year.) The business size of a game platform 
can become bigger in the second year after launch, even bigger in its third year and eventually become 
a large business; it cannot be reflected in only a single-year’s financial results. New hardware platform 
sales have a negative impact on our profits in the beginning and also the yen was abnormally strong. 
With the influence of these factors, Nintendo experienced an operating loss for the first time since it 
started to announce consolidated financial results, and it continued for the second consecutive year. 
Regarding the operating losses for two consecutive years, management took responsibility with salary 
cuts and no annual bonus, but in spite of these actions, I expect some people wonder how Nintendo’s 
business performance will change in the future. Fortunately, the yen has weakened a little since the end 
of last year. And, from our past financial results, many people came to expect Nintendo to consistently 
earn an operating profit of more than 100 billion yen. Considering these facts, I used the word 
“commitment” in order to tell you that we are determined to achieve our aim of an operating profit of 
100 billion yen. 


I have put a lot of energy into thinking about how we can accomplish this performance goal, but 
comparatively I have not put much effort into considering what we should do if we fail to achieve it. I 
also believe now is not the time to mention those things concretely. In that sense, I would like you to 
think that the word “commitment,” which I used before, means we have the intention to put in our best 
effort and ensure that we achieve this goal. The reports about the possibility that we do fail to achieve 
it, I understand, are what other people interpreted the word “commitment” to mean. I interpreted your 
question as one of encouragement. Thank you. 


I am afraid Wii U lost its momentum after the launch window period. 
Nintendo’s first-party software alone may not be sufficient to keep 
momentum for a platform. I am concerned about recent announcements 
by some third-party software developers that they will release games for 
other consoles, but not for Wii U. Please let me know your view. 


Iwata: 


Admittedly, there are currently a small number of announcements of new games by third-party 
software developers for Wii U. The attitude of Japanese developers and overseas developers are a bit 
different, and for overseas developers, some certainly announced that they would not release their key 
titles for Wii U, but other big publishers have made all of their main titles available for the platform. In 
this sense, we can say that this is not a universal trend but each software developer has its own 
thoughts. Naturally, it is desirable that many developers support Wii U and release a lot of games for 
the platform as soon as possible, and we think there are two things we must do right away. 


One is to seamlessly release our first-party titles starting from next month to improve the momentum of 
Wii U. As third-party software developers do business for their own profits, they tend to avoid 
investing in a platform with little presence. We would therefore like them to see Wii U as a platform 
with which they feel they can make profits from an economical perspective. However, if we tried to do 
nothing but buying our way to create such a good condition for developers, our own business could 


collapse. Accordingly, we will give more momentum to Wii U through our software. This is one thing 
we need to do. 
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To explain the second point, let me show you a slide which shows some examples of Wii U games that 
had been announced by third-party developers at the time of E3. I am not in a position to discuss the 
software to be launched by the third-party developers in detail, but there are more key titles to be 
announced by them. The other important thing is to have a hit from such third-party titles. There were 
so many games released by third party publishers for Wii U during the launch period, but most of them 
were converted from other platforms and therefore could not enjoy brisk sales. As a result, some 
software developers have become pessimistic about Wii U. However, the time will come when some 
third-party games for Wii U and for other platforms are released at the same time this year. It is 
important to have given much momentum to Wii U around that period. If the number of consumers 
who prefer the Wii U version’s unique entertainment value, such as the ability to play games only with 
the Wii U GamePad (while the rest of the family is watching TV), increases to a certain extent where 
third-party publishers notice unexpected hit Wii U titles from other publishers and realize this system’s 
business potential, its momentum will be improved. Even if these publishers did not have any concrete 
plans to develop Wii U software, they will swiftly change their minds when they see the successful 
examples from others. By giving sales momentum to Wii U through our first-party software in the short 
run and seeing success from third-party software within this year, we would like to dramatically change 
the situation of Wii U next year and beyond. Thank you. 


Would you tell us about the loss on litigation of 2.84 billion yen, which 
was booked as an extraordinary loss in the statement of income? 


Iwata: 


According to accounting rules, we need to report a loss on litigation in the event of a compensation 
payment in relation to a lawsuit. This does not mean that Nintendo has realized an actual loss. We have 
recently had an increasing number of intellectual property related lawsuits and had many allegations of 
patent infringement by our products. When we believe that there is no infringement from a legal 
viewpoint but the alleger sees otherwise, such a disagreement could eventually end up in court. 


As some media reported, there is a patent infringement lawsuit brought by Tomita Technologies 
against Nintendo, and the loss on litigation of 2.84 billion yen that you pointed out corresponds to the 
30.2 million dollars in damages awarded to Tomita by a jury in the first trial of the U.S. District Court 
in New York on March 13, 2013. We plan to appeal this ruling and we are confident in our appeal. In 
that case, we will be able to transfer the loss to a profit. However, accounting regulations say that, once 
a court rules against a company, it must report a loss on litigation, so we reported accordingly. 


I want to know the details of your global strategy. Japan has a low 
birthrate and is an aging society, but there are plenty of children in the 
world. I heard that in Saudi Arabia and the United Arab Emirates there 
are a lot of Japanese schools for children, and the children of royal 
families and millionaires have entered these schools and play with 
Nintendo game systems in order to communicate with Japanese 
children. As for our aging society, I currently volunteer at a paid care 
facility and nursing home for the elderly. There are many Nintendo 
games at these facilities and the elderly people say, "Though I don’t play 
video games, I study idioms and characters for a kanji test.” If you pay 
more attention to such people and address the needs of a low birth rate 
and an aging population, I think you will be able to increase the number 
of business opportunities. In addition, I would like to ask you to improve 
business performance so that shareholders can smile at the next general 
meeting of shareholders. Similarly, at next year’s general meeting of 
shareholders, I would like to see some young people and women sitting 
in the directors’ seats. Also, as Prime Minister Abe advocated in his 
growth strategy that action be taken to enhance English education, I 
would like Nintendo to develop software which enables everyone from 
elementary school children up to adults to enjoy learning English. 


Iwata: 


Hardware Market Share 
Jan. - Mar. 2013 
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First of all, I would like to talk about Japan, the U.S. and Europe, for these are the major regions in the 
global video game market. These graphs show the market share of hardware systems from January to 
March this year. The top bar represents Japan, the one below it is the U.S., the third one is Europe and 
the last one shows the sum of Japan, the U.S. and Europe. Red represents the market share of Nintendo 
3DS. Pink represents Nintendo DS, light blue is Wii and deep blue represents Wii U. These products 
hold shares of the hardware market with Sony’s PSP, PS Vita, PS3 and Microsoft’s Xbox. You can tell 
from this chart that though Nintendo 3DS had a significant share in the Japanese market, it needed a 
little work in the U.S. and Europe. As a result, it had less than 30% of the worldwide market. This was 
the situation from January to March, but then we released big titles for Nintendo 3DS in the U.S. and 
Europe from late March and the market share changed in April and May. While the sales of other game 
systems decreased because of generational change, Nintendo 3DS sold as much as and in some cases 
even more than last year. It is crucial that we first do everything within reach during this fiscal term. 


Of course, we value new markets in the emerging countries. We would love to be a cultural bridge 
connecting children all over the world and providing our new entertainment to people who are not 
accustomed to playing with video games yet. On the other hand, the fact that the U.S. and the European 
markets were not favorable up until a few months ago contributed to our less-than satisfactory business 
performance in the last fiscal year. So we first need to improve these markets, and this should 
contribute to our overall business performance that can make our shareholders smile. Having said that, 
although it might be difficult to localize our games in all languages, we believe that in this world, there 
still remains areas where we can launch our game services in English or Japanese and we will pursue 
these opportunities with our subsidiaries and agencies. 


As for our board members, we nominate candidates based on whether we believe they would be the 
best members at the helm for the next year, not by only age or gender. This year marks a generational 
shift. Four older board members are going to step aside and younger members will take their place, 
bringing the members’ average age down by about seven years. As for female employees, we do have 


many female managers at Nintendo and reflect women’s points of view in all aspects in our product 
development. For instance, “Animal Crossing: New Leaf” which I mentioned earlier, is one of the titles 
which involves many female developers and the product has been well received by women. Thus, I 
believe we have been sufficiently incorporating women’s opinions into our products. Please understand 
that rather than focusing on whether we do or do not have female board members, what we believe is 
important is whether we are able to sufficiently reflect the viewpoints and opinions of women in our 
business operations. 


Regarding the possibilities for English education, one of the features of game systems is that you can 
get immediate responses to your actions. Naturally, it is hard to continue something from which you 
cannot get a response. For example, Japan would be full of English speakers if we were able to speak 
English fluently after studying it for only one day. The reality is that we cannot get immediate results 
when trying to improve our English skills, so this makes it challenging to continue studying. From this 
point of view, we can make use of our game systems. On the other hand, compared with the time when 
Nintendo DS was newly released, fewer things are possible only with game systems because now there 
are also smartphones and tablet devices. Considering the current situation, we continue to examine how 
Nintendo can combine entertainment with education and make studying fun. 


I would like an update on a product called the “Wii Vitality Sensor” 
which was announced a few years ago. A considerably long time has 
passed since it was first announced, so I assume that the development 
might have come to a standstill, and I am concerned that this type of 
thing will happen again in the future. In addition, I heard that the 
quality of the company cafeteria is not so good from one of my 
acquaintances who works for Nintendo. I think you should ensure that 
everybody is able to enjoy eating at the cafeteria as a part of the 
employee welfare program and improve internal communication among 
employees. 


Iwata: 


The Wii Vitality Sensor was under development as an accessory for Wii. We thought it would be 
interesting to understand how the human autonomic nerve functions while using the Wii Vitality 
Sensor, and we did develop trial software and showed the media some of its features. We pushed 
forward its development on the academic assumption that by observing the wave patterns of the human 
pulse, we could quantify how tense or relaxed a person is, or to be more specific, how much the 
sympathetic and parasympathetic nerves work as functions of the autonomic nerve. However, after a 
large-scale test of a prototype inside the company, we found out that for some people the sensor did not 
work as expected. We wondered if we should commercialize a product which works as expected for 90 
people out of 100, but not so for the other 10 people. Though I am sorry that we did not give any 
specific updates after this product’s initial announcement, I would say that knowing that a product has 
a problem we should not launch it for the sole reason that we have already announced it. 


The Wii Vitality Sensor is an interesting device, and we did various experiments to see what is possible 
when it was combined with a video game. But, as a result, we have not been able to launch it as a 
commercial product because we could not get it to work as we expected and it was of narrower 
application than we had originally thought. We would like to launch it into the market if technology 
advancements enable 999 of 1,000 people to use it without any problems, not only 90 out of 100 
people. I actually think that it must be 1,000 of 1,000 people, but (since we use the living body signal 
with individual differences) it is a little bit of a stretch to make it applicable to every single person. 


Aw 


In any case, its launch has been pending because we decided that the Wii Vitality Sensor’s current 
result is insufficient as a commercial product. You might be anxious that there will be other launch 
cancellations of products we have already announced. Indeed, it is difficult to decide the time to 
announce a product. If we announce a new product just before the launch date, we may hear some fans 
say that they cannot purchase it because the announcement was so sudden. However, if we provide too 
much information well before the launch date, people will become so used to hearing about it that they 
may even feel as if they have already played it and experience déja vu when we finally do launch it. In 
this way, I believe that the timing of new product announcements is a difficult issue. For example, we 
discuss, “For this product, we should announce its launch at such time,” or “It is a good time to explain 
a little far-off future of Wii U” depending on the type of product and the profile of its target consumers. 
Though we should obviously do our best to fulfill the promises we make, we consider that we should 
announce a new product when we come to a stage where there will be minimal change to the contents 
of the announcement in the future. The reason for this is that it would ruin the trust of our consumers if 
we ignore the quality finish or launch an incomplete product only to adhere to the announced launch 
date. I hope you can understand that there is a possibility that we will postpone the launch of a new 
product or put it in a pending state if we determine that it does not meet the quality standards that we 
require. 


As for our company cafeteria, we regularly hear the same opinion when we gather feedback from 
employees. However, opinions vary considerably by individual and not all the employees agree with 
this. Still I examine such an opinion as an issue of the company because we receive such feedback 
constantly. Thank you. 


Both the sales of the last fiscal year and the year before have dropped to 
a level of 600 billion yen, but around the year 2000, sufficient profit was 
made even at a similar level of sales. You have suffered operating losses 
in the recent two fiscal years, but I believe you could have made the 
same level of profit as before if your cost structures had been equal. If 
high costs were the reason, shouldn’t you have carried out corporate 
restructuring? 


Iwata: 


Your question was why Nintendo suffered operating losses in its 72nd and 73rd fiscal terms, despite 
the fact that Nintendo was able to earn enough profits in the past with the same level of sales. 


Fiscal Year Foreign Currency Sales Transitions 
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Regarding this question, there is one aspect that is very easy to understand. This table shows changes 
in sales in foreign currencies. Please look at the top colored row (the fiscal year ended March 31, 2007) 
and the bottom two rows showing the latest two periods with operating losses (the fiscal years ended 
March 31, 2012 and 2013). The second column from the left shows U.S. dollar-denominated sales and 
“2.8B” means 2.8 billion dollars. The figures in the bottom two rows (for the most recent two fiscal 
years) are 2.9 and 2.6 billion dollars respectively. Then I would like you to compare the exchange rate 


of the top row with that of the lowest ones. Yen-denominated sales are calculated by multiplying these 
sales figures such as 2.8 and 2.9 billion dollars by these exchange rates. Therefore, you will understand 
even if the scale of our businesse in the United States is the same, the yen-denominated sales shrink 
because of the appreciation of the yen against the dollar. Nintendo mainly carries out development in 
Japan, so almost all development costs are incurred here. Nintendo purchases component parts in 
dollars as much as possible in order to enjoy the benefits of a weak dollar. However, appreciation of 
the yen against the dollar generally negatively affects Nintendo’s financial results. Euro-denominated 
sales figures on the right are 1.7 billion euros for the fiscal year ended March 31, 2007, 2.0 billion 
euros for the fiscal year ended March 31, 2012 and 1.5 billion euros for the fiscal year ended March 31, 
2013. With respect to the rightmost exchange rates of the euro, the business environment in recent 
years was totally different from that in the fiscal year ended March 31, 2007 when the exchange rate 
was 150 yen per euro. I would like you to understand that the influence of exchange rates is the main 
aspect of this matter. Regarding U.S. dollars, as I mentioned earlier on, the influence can be offset to 
some degree with dollar-based purchases. Concerning the euro, on the other hand, even though we 
have attempted to increase the number of partners who receive payments in euros, the number is still 
very low. 


One more difference from that time is Nintendo’s head-count. The manpower required for increasingly 
complex and advanced product development has totally changed from that of the past. Hence, the 
number of employees has increased and higher costs have been incurred. In addition, due to 
development of more elaborate software titles than before, for example, costs associated with 
localizing titles in English or other languages have risen. 


Regarding why we have not reduced the number of the personnel, it is true that our business has its ups 
and downs every few years, and of course, our ideal situation is to make a profit even in the low 
periods, return these profits to investors and maintain a high share price. I believe we should continue 
working toward this ideal. If we reduce the number of employees for better short-term financial results, 
however, employee morale will decrease, and I sincerely doubt employees who fear that they may be 
laid off will be able to develop software titles that could impress people around the world. I believe we 
can become profitable with the current business structure in consideration of exchange rate trends and 
popularization of our platforms in the future. We should of course cut unnecessary costs and pursue 
efficient business operations. I also know that some employers publicize their restructuring plan to 
improve their financial performance by letting a number of their employees go, but at Nintendo, 
employees make valuable contributions in their respective fields, so I believe that laying off a group of 
employees will not help to strengthen Nintendo’s business in the long run. Our current policy is to 
achieve favorable results by continuously cutting unnecessary expenses and increasing business 
efficiency. Thank you for listening. 


Please let me know your thoughts on what you would like to achieve with 
“Nintendo Web Framework.” Will you widely open development 
opportunities to individual developers? 


Iwata: 


Web Framework 


I have just described “Nintendo Web Framework,” but I guess my explanation might have been a little 
too simple. We have publicly set forth the goal of “gaming population expansion” or “user population 
expansion,” but when it comes to the Nintendo Web Framework project, we are calling it internally at 
Nintendo “developer population expansion.” Development of games for dedicated game systems has 
gradually become possible only for large-scale development teams. The best situation for a game 
platform is one where even a game developed over a short period by a small team could become very 
popular around the world. Many developers dream about competing to make a game for such a 
platform. However, recent video game machines are, in a sense, becoming rather unique systems 
because they require the software creators to use development methods specific to each game system, 
employ a large development staff and spend a considerable amount of time in order to develop a 
packaged software title for which consumers are willing to spend several thousand yen. 


Developer Community 
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This is a conceptual diagram of developer communities. The vertical axis shows the scale of a 
community. On the horizontal axis, “Embedded System” on the left is a system required for a 
dedicated development approach and “Open System” on the right is a system widely used in the world. 
When you access an active website, a special program to control actions has been automatically 
downloaded from a server and executed. This is an example of the technologies called “Web 
Platform.” This diagram also has information on the population of developers for each system. 
Currently, the top-left “Dedicated Game System” has a relatively small number of large-scale 
development teams left. As dedicated game systems require a unique software development method, 
developers have to learn a lot to understand such a method and then make considerable efforts to create 
game programs for such systems. The entry levels are going up because developers need to know a lot 
of things before starting developing games for Nintendo 3DS or Wii U for the first time. The bottom- 
left “Unity” is a video game engine with a vast number of developers around the world, which can 
easily be used to develop games for various platforms. We have started working to expand the 
developing population by organizing a partnership with Unity and making this engine available to Wii 
U developers. “Nintendo Web Framework” that you asked about is a system we have prepared so that 
the more than ten million developers of the right-sided “Web Platform” can relatively easily develop 
games for Wii U. However, since we are currently not capable of dealing with a vast number of 
individual developers, we cannot go so far as to widely open development opportunities to them 
tomorrow. However, we are accepting ideas from any corporations which are interested in it regardless 
of their scale or development experience and are considering the possibility of accepting individual 
developers in the future. This is the first step to increase the number of developers for dedicated game 
systems, which we started more than two years ago and announced this March. We hope that this will 
expand the potential of video games. Thank you for your understanding of our strategy. 
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I would like to know about Nintendo’s network policy. These days, the 
number of opportunities to enjoy games by connecting with other people 
has increased because of social games. Thanks to a focus on network 
expansion for both Nintendo 3DS and Wii U, the number of games with 
network functionality has increased, but games such as “New Super 
Mario Bros. U” for Wii U cannot connect to a network. I want to hear 
whether you decided not to include network functionality in it because of 
a company policy, or whether it was just because of technical problems. 
In addition, even when we pay several thousand yen for packaged 
software, it does not provide sufficient information on network play and 
the website does not explain the details either so we don’t know about it 
before purchasing the product. More specifically, I never know exactly 
what such phrases as “network play available” mean. I cannot tell 
whether it is possible to play with my family in our living room and with 
friends online, or whether it means only one person from the local 
network can connect with others online. What is your opinion on this 
issue? 


Iwata: 


Please let me give you a broad overview of the network policy for Nintendo games. There are several 
ways to make games more interesting by using a network structure. The first and most widely known 
way is to play video games with people in a distant place. For instance, I can play Mario Kart together 
with Mr. Miyamoto when he is in a different location. Still, even though you do not need to be in the 
same place, it does not eliminate the fact that you must play the game at the same time. We have laid 
emphasis on a service called “Miiverse” since the release of Wii U. Basically, users can pause most 
games, visit Miiverse and share their impressions or precious scenes from the game in addition to 
learning how others play the game. Miiverse is also helpful to learn about games before making 
purchases, and it appears that quite a few people appreciate that other players understand and 
empathize with their impressions. If the structure of Miiverse is developed more, users will also be able 
to exchange their play data with others, making it possible to play a game with another person without 
doing it at the same time. 


I think that the best way to use network play differs depending on the game. For “New Super Mario 
Bros. U,” which a maximum of five people can play together in front of the TV, we focused most of 
our effort on enabling those five people to enjoy the game all together so we did not focus on online 
play. On the other hand, through Miiverse we provide information such as play tactics and strategies, 
and we have received a lot of positive feedback. We are developing Mario Kart and Super Smash Bros. 
for Wii U, and in these two games, we would like to meet the expectations of consumers that they want 
to play together with people in different locations. In addition to that, if we can create an environment 
in Miiverse where users can play a game with others without sharing the same time and inspire one 
another through exchanging their game experiences, then I believe that some very interesting things 
will happen. I would say that our policy at Nintendo is to consider each game’s features and then offer 
network functionality that takes advantage of these features. We will do our best to achieve this since 
we believe that there is a consensus that you have more fun when you play with others than when you 
play alone, and that you feel happy when others understand the impressions and fun you had while 
playing a game. 


What you have pointed out about the lack of network play information is very helpful. We will 
consider this point for future improvements to our product packaging and website. Thank you very 
much. 
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I would like to ask if Nintendo is planning any new undertakings other 
than the manufacture and sale of entertainment products including 
video games, playing cards and karuta. Also, please let us know if 
Nintendo is going to introduce a special benefit plan for shareholders in 
the future. 


Iwata: 


Physically, even a small amount of power can have a great effect when concentrated on a certain area. I 
think Nintendo has carved out a new future in this manner. In other words, we should not spread 
ourselves thin by diversifying our business because, by doing so, we might lose a strong presence 
which we currently have in the area of entertainment. We therefore have no intention to advance into 
other markets. Nintendo is an entertainment company. 

On the other hand, we believe that entertainment can be defined very broadly. We have released 
products which have centered on entertainment but pushed the boundaries of traditional video games, 
including “nintendogs” in which you can take care of a dog on your Nintendo DS, “Brain Age” in 
which you can train your brain, “English Training” in which you can learn English and “Wii Fit” in 
which you can do exercise every day with Wii. So when we find a possibility of further broadening the 
definition of entertainment and capitalizing on our strength, we might release something unexpected as 
a Nintendo product. However, our core business will continue to be to create entertainment products 
and services which surprise consumers, and make them happy and smile. 

I have received requests for a shareholders’ special benefit plan in previous shareholders’ meetings, but 
please let me answer it again. We have a lot of institutional shareholders as well as individual 
shareholders. Since institutional shareholders see a special benefit plan for shareholders as something 
they cannot take advantage of, paying for such a plan will not necessarily meet with the approval of all 
the shareholders. As I answered in the past shareholders meetings, we have not introduced any 
shareholder benefit plans for such reasons. Thank you for your understanding. 


Nintendo Direct enables Nintendo to deliver what it wants to 
communicate when it wants to communicate it, but I have seen reports 
by certain media that contained claims about Nintendo that were either 
misleading or contrary to fact, and Nintendo even had to officially deny 
them several times in the past. I also believe that some major sites on the 
Internet sometimes produce biased and distorted articles about the 
company. For shareholders, this affects Nintendo’s share price, and for 
non-gamers, this paints a negative picture of games in general. What 
does Nintendo think about this and how are you going to deal with it? 


Iwata: 


Let me first say that I would like to refrain from commenting on individual cases. On the other hand, it 
is true that there are some Internet sites and certain media who have written stories about Nintendo as 
if they were official when, in reality, they did not come from any official sources such as interviews or 
announcements, nor were they confirmed by the company. My words are sometimes taken out of 
context, rephrased in a way that sounds offensive, and then reported as if those were my exact words. 
We look at the influence and the content of any article and media, and when we feel that it could 
potentially spread misleading information (on a wide scale), then, as other companies do, we 
sometimes decide to communicate on our official website and Twitter account that what the article in 
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question claims is nothing that the company has officially announced. In this sense, we are proactive 
with regard to information that, if left unattended, could affect us in an extremely negative way. 


On the other hand, what people say on the Internet is simply beyond our control. There have certainly 
been instances where we felt very sad or frustrated, but reacting to every single piece of information 
could in fact contribute to spreading it further. We take action when we feel that a certain piece of 
information could affect us or our shareholders in a negative way. 


We have Nintendo Direct, our official Twitter account and our official website to communicate our 
messages to our consumers directly. An increasing number of people are watching videos on the 
Nintendo eShop, which is a virtual shop where people can purchase new games and find new 
information. In fact, the most popular way to watch Nintendo Direct is through the Nintendo eShop as 
opposed to watching it live on computers. As you can see, we now have more ways to directly reach 
out to consumers, and by communicating our messages in a genuine manner, I think that we can make 
sure that inaccurate and ill-intentioned reports will not become too serious an issue. 


I would like to ask you about the 3D feature on Nintendo 3DS. When I 
look at Nintendo’s own titles or those titles by other publishers that 
Nintendo directly supervises, I am often impressed by how well the 3D 
effect is fine-tuned, but I have also seen some titles from software 
developers that I feel have not been well adjusted in 3D. Even some 
recent title from a major third-party publisher showed 3D images that 
were clearly unnatural. How has Nintendo been supporting developers 
on this issue, and what are you going to do about this in the future? 


Iwata: 


We have of course conducted research to find out the level of perspective difference between left and 
right images that was low enough to reduce the burden on the eyes but was high enough to achieve a 
significant 3D effect, and we feel that we have certainly amassed knowledge and know-how since our 
first prototype using a 3D screen. In this sense, we share information internally in the company on what 
successful software has done to achieve such a high level of stereoscopic effect, and we share that with 
our external partners if we receive questions from them. On the other hand, it would be nonsense to 
claim that the quality of the 3D images of a particular game only depended on whether it was created at 
Nintendo or outside Nintendo. I believe that it depends on the individual title. The quality of 3D images 
cannot be quantified and it cannot be measured against a certain experiment to set a threshold either. It 
is up to the individual player to decide for himself or herself. You might get a totally different 
impression by simply looking at a different location on the screen, and what one person might describe 
as too strong could in fact produce images that another person might describe as compelling and 
immersive. Players have the ability to adjust what is called the 3D Depth Slider (to adjust the level of 
perspective difference between the left and right images on Nintendo 3DS) but in some cases, it is not 
adequate. From your question, I take it that you probably had the chance to watch video footage for 
certain games that were distributed before they officially released, but as a matter of fact, the level of 
parallax effect is fixed with videos, meaning that it is impossible to adjust it (using the 3D Depth 
Slider). In this sense, I believe that we have not been able to fully satisfy our consumers in every 
aspect. Of course, it is up to individual publishers to make judgments about the quality of their software 
in the end, but we would like to support them when necessary to find a good balance between 
comfortable and impressive 3D images. Thank you for your question. 
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I would like to know what Nintendo is planning to do to improve 
shareholder satisfaction. You just told us that Nintendo is not going to 
have a special benefit plan for shareholders. That’s fine, but what about 
a share split? NISA (Nippon Individual Savings Account) will be 
introduced next January, in which individual shareholders will get a tax 
break for investments of up to one million yen per year. According to the 
current Nintendo share price, one unit share is selling at more than one 
million yen, and individuals who want to start investing in equities 
taking advantage of NISA next year might avoid Nintendo shares. Do 
you feel any sense of crisis in this? You told us that Nintendo will not 
introduce a shareholder benefit plan for the sake of institutional 
shareholders, but every company has institutional shareholders and 
nevertheless makes efforts to increase the number of individual 
shareholders. Please let us know Nintendo’s view. 


Iwata: 


I have often been asked about a share split in shareholders’ meetings. Before the digitalization of share 
certificates, I mentioned that it would require a lot of clerical costs to split a share when only real share 
certificates existed and that we would start considering one after the digitalization. Now we don’t have 
to care about such clerical costs because the digitalization has already happened. Naturally, we are 
internally studying the methods, and pros and cons of a share split, but we cannot talk about it in detail 
today. I would like you to at least understand that a share split has two aspects. When a company splits 
its shares, its investor base is broadened by increasing the number of individual shareholders and, as is 
widely alleged, the liquidity of the shares will improve. Also, as you mentioned, NISA, which is a tax 
exemption on small investments by individuals, will begin in January 2014 and give many people a 
chance to start investing in equities. We would like to think of a way to attract more people to our 
shares. On the other hand, as a shareholder commented in a shareholders’ meeting some years ago, 
some people are against a share split because it would reduce the premium nature of Nintendo shares. 
This is not a rare opinion as we have received this sort of opinion through various channels before. We 
are not disregarding the importance of our shareholders, but my explanations today have been more 
focused on how to satisfy our consumers to improve our business performance because doing so can 
increase the corporate value of Nintendo, its share price and the dividends to you all. We hope to 
decide if and when to split our shares, taking into account the pros and cons I stated just before. 


Please let me take this opportunity to tell you something to address criticisms that Nintendo may be 
making little of its shareholders. As we have not bought back our shares despite our share price being 
in a downswing phase for some time, we have received some comments that Nintendo may have no 
intention to support its share price or even may not care about its share price. Of course, we care about 
our share price and we think a share buyback is a good option if we can determine it will work 
effectively. Under the current circumstances, however, we think that a buyback alone cannot change a 
large trend without also improving corporate performance and proving that our current business 
structure will work well in the future. 
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On the other hand, there is an indicator called “total return ratio,” which shows how a company returns 
its income to its shareholders. It generally means the ratio of the dividends and share buybacks in total 
to the net income for a fiscal year. For Nintendo, the ratio is 67.9 percent in total for the recent six 
fiscal years. The net income was 806,582 million yen and we returned 547,344 million yen to 
shareholders in dividends over those six years. Please let me compare this number with other Japanese 
companies. As there are few companies whose business and scale are similar to us, we have picked out 
some large-scale companies with a big market capitalization which are known as “cash rich” or have 
positively bought back their shares. It goes without saying that we are very sorry we could not pay 
many dividends due to the downturn in business for the 72nd and 73rd fiscal years, and we are making 
our best efforts to improve our performance so that you will be smiling here at the 74th annual 
shareholders’ meeting next year. However, this comparison chart shows that Nintendo belongs to the 
group of companies which have been most actively returning income to shareholders in the form of 
dividends and, even when it comes to the total return ratio which includes share buybacks, Nintendo is 
the highest, except for a prominent one, Canon. (Note: 56.6 percent is the six-year total return ratio of 
the 20 Japanese companies with the biggest market capitalizations including the companies on the slide 
(excluding three financial institutions) as of June 27, 2013.) Our basic dividend policy is a 50 percent 
consolidated payout ratio. However, we have the other policy which is to consider 33 percent of 
consolidated operating income as a dividend resource in consideration of the investor opinion that they 
would like to avoid the risk of reduced dividends in case of a strong yen causing foreign exchange 
losses and reducing net income, and we have adopted the higher of the two policies for years. The 
accumulation of dividend payments has contributed to the high total return ratio of 67.9 percent. In this 
sense, we would appreciate it if you could understand that we are seriously working for profit returns to 
our shareholders. 


